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TAGS: EAIR, EFIN, RP 

SUBJECT: CIV AIR: PRESIDENT SIGNS NEW DECREE ON TAXES FOR PAL 

1 . BUSINESS DAY REPORTED IN ITS LEAD ARTICLE ON MARCH 3 
THAT PRESIDENT MARCOS SIGNED THE DAY BEFORE PRESIDENTIAL 
DECREE 1294 WHICH GRANTS TAX EXEMPTIONS AND OTHER INCEN- 
TIVES TO PHILIPPINE AIRLINES "TO MAKE ITS OPERATIONS VIABLE 
AND COMPETITIVE." 

2. U.S. AIRLINES HERE WILL BE REPORTING THIS DEVELOPMENT. 

AND THE DEPARTMENT MAY BE RECEIVING SOME INQUIRIES ABOUT IT. 
PANAM HAS NOT STUDIED THE DECREE AND HAS NO COMMENT AT THIS 
TIME, WHILE NORTHWEST'S PRELIMINARY VIEW IS THAT THE DE- 
CREE DOES NOT GIVE PAL A COMPETITIVE EDGE OVER FOREIGN 
CARRIERS. 

3. HETHERTO, PAL HAS BEEN SUBJECT ONLY TO A FRANCHISE TAX 

OF TWO PERCENT OF GROSS RECEIPTS. WHILE WE HAVE NOT YET BEEN 
ABLE TO OBTAIN A COPY OF PD 1294 AND THE BUSINESS DAY AR- 
TICLE IS CONFUSING AND NOT ENTIRELY ACCURATE, WE UNDERSTAND 
FROM A TAX EXPERT THAT THE NEW DECREE PROVIDES 
THAT PAL PAY TWO PERCENT OF GROSS RECEIPTS OR THE REGU- 
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LAR CORPORATE INCOME TAX (WHICH IS 25 PERCENT OF NET TAX- 
ABLE INCOME UP TO FIRST 100,000 PESOS AND 35 PERCENT 
ON THE EXCESS), WHICHEVER IS LOWER. 

4. SINCE PAL HAS BEEN LOSING MONEY FOR YEARS ON ITS DO- 
MESTIC OPERATIONS, THE REGULAR CORPORATE INCOME TAX LIA- 
BILITY IS LESS THAN THE TWO PERCENT OF GROSS RECEIPTS. PAL 
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HAS SOUGHT THIS CHANGE FOR THE LAST SEVERAL YEARS UNDER 
BENIGNO TODA, BUT THE GOP HAS TURNED A DEAF EAR UNTIL PAL 
BECAME A GOP-OWNED AIRLINE UNDER THE STEWARDSHIP OF A PALACE 
FAVORITE. 

5. PD 1294 WILL BE POUCHED WHEN RECEIVED. 

STULL 
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